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Abstract

This aticle describes the manufacturing strategy development and implementation
process in atin-plated can manufacturer located in S&o Paulo, Brazil. The process did
not follow the traditiond top-down approach. Reather, it was triggered at the middle-
management level. The proposed framework includes some origind tools such as a
matrix which relates department level objectives with firm level overal competitive
objectives. The process results showed that before the reported implementation
company resources had been clearly mistakenly alocated due to the lack of a well-
defined Strategic direction.

I ntroduction

The number of "case sudies' reported in the manufacturing Strategy process literature does not match
the increased importance of the theme. Moreover, the authors in the field generaly prescribe what to
do but not dways ddve into detaills on how to do it. It is now broadly accepted that the effective
development of a manufacturing strategy is by no means an easy task. There are however some
authors whose work have made such development easier. The worksheets developed by Gregory
and Platts (1988) are a powerful tool in helping define the priorities for manufacturing; the matrix
proposed by Slack, (1991) is both ample to use and effective in giving a clear idea of what needs
urgent action in manufacturing. The particular problems of the Brazilian environment and their relaion
with the companies srategic planning process are discussed by Corréaand Gianes (1993). The case
described here ams to contribute with the manufacturing strategy process research by reporting one
successful experience of a manufacturing strategy implementation in a Brazilian company, drawing
some conclusions that may help other companies which operate under smilar conditions.

The company

The work reported here was developed in Braslata, a tin-plated can manufacturer based in Sao
Paulo, Brazil. Bradilata has gpproximately one thousand employees and 4 plants. In 1993 Brasilatas
turnover was around U$ 60 million, ranking fourth in the Brazilian tin plated cans industry. The work
presented here was developed in the biggest Brasilata plant in S&o Paulo, respongble for more than
60 per cent of the company's total sales. This plant has 7 hundred workers and produces 10 different
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types of cans. Most of Braslatads customers are large chemical companies. The cans are normdly
made-to-order. The company has a "totd qudity” program running and intends to achieve the ISO-
9002 certification by the end of 1994.

The business environment

The turbulent indudtrid/economica environment makes long-term planning a difficult task for most
companies operating in Brazil. The high levels of inflation (40 per cent per month in February 1994),
high interes rates and the politica turmoail in which Brazil has found itsdf in recent years have forced
the companies to adopt predominantly "fire-fighting" reactive gpproaches to management ("6 months
is long term planning in Brazil”, in the words of a Brazilian manager). Such approaches normaly
consume subgtantid amounts of managerid effort and resources which therefore are not used for
drategic proactive planning. This paper describes the development and partid implementation of a
manufacturing Srategy within this context.

The process

The idea of developing a manufacturing Srategy for Braglata was initidly proposed by one of the
authorsin 1993, at the time an industrid engineering trainee working for the company, who had come
across manufacturing strategy concepts in courses attended during his production engineering degree.
While performing his operationd activities, he noticed serious difficulties which the company faced due
to the lack of well-defined drategic directions. After giving a presentation to the middle management
(the levd of hisimmediate functiona superiors) in which he judtified his proposal and presented some
basic manufacturing strategic concepts, some of the middle-managers started to get involved with the
idea. Soon the manufacturing strategy concepts became a current issue a that manageria level. The
effective development and implementation of the process itsalf however sill needed top management
gpprovd to be put into practice. Despite the proponent's efforts, initiadly the top management was not
convinced of the tangible benefits of the project. Tired as they were of so many and  frequent
government-driven radica changes in Brazil, it is not surprising that the top management preferred to
adopt a more conservative stance. They aso had regarded the proposal as just one more expensive
manufacturing fad ("..two years ago, tota quality, one year ago, 1SO, this year manufacturing
drategy; what next?..."). Besides, the company had been having reasonably good results in the past
three years - in ther view, it was not time to change anything. Some middle-managers did not
completely agree with the top-management position, as they had aso been subject to the problems of
not having clear drategic directions on which to base their operationad decisons. The middle-
managers then proposed the development of a manufacturing strategy "pilot project” in one area of the
company, which would demand little top-management commitment. Based on the (possibly more
tangible) results of the pilot, the top-management would then decide whether the project should be
extended to the whole company. This proposal was accepted, and the process started.

First stepsin the process
As the process would not be conducted by the top-managers themselves, it gppeared that it would be

necessary to form a group of people interested in the development of the process who should then
drive it. This group was formed by the engineer who had initialy proposed the idea (he would be the



fecilitator of the process), and 5 middle-managers (manufacturing, finance, saes, purchasing and
human resources). This group will be referred here as MSG (manufacturing Strategy group).

As manufacturing strategy was a new theme in the company, the process started with the gpplication
of a quedionnaire to the main managers involved with the pilot. The am was to evduate their
perceptions legarding the role of manufacturing in corporate planning and aso ther views on the
relationships between drategic and operationd issues in manufacturing. Based on Hum and Leow's
(1992) work, the questionnaire was composed of 18 statements to be analyzed by the respondents
and marked by them using a five-point Likert-scae ranging from "totdly agree’ to "totdly disagree’.
The objective of the questionnaire was twofold. On the one hand, to start having a better
understanding of the degree of agreement among the managers regarding manufacturing strategy issues
such as the manufacturing importance, role and influence in the company's competitiveness. On the
other hand, the intention was aso to bring up the issue of manufacturing strategy to people's persond
agendas.

It was clear from the questionnaire's answers that, dthough the strategic importance of manufacturing
was generdly recognized, the manufacturing role was seen as predominantly "reective’. The managers
conddered that manufacturing does its job well when it is ale to respond wdl to any sdes
department's requirements. The "tradeoffs’ between different competitive criteria such as quality, cos,
flexibility, gpeed and dependability (Slack, 1991) were dso not recognized explicitly by the managers.
The"totd qudity”" mentdity dominated: "we must be able to be excdlent in everything®.

After this first gathering of perceptua data, a series of seminars were prepared and run in order to
discuss the "why's' behind the discrepancies of the different manager's views reflected in the
questionnaires. A second objective of the seminars was to try and uniformize the managers leved of
knowledge with regard to manufacturing strategy concepts. After the seminars, it was then time to
seek an agreement of the involved managers with regard to manufacturing competitive priorities or, in
other words, the manufacturing performance criteria which could contribute the most to the company's

competitive power.
Deter mining the manufacturing priorities. gathering data

In order to determine the most relevant manufacturing competitive criteria, the following activities were
performed:

* direct interviews with customers. the sdles manager selected 5 customers which were considered to
be representative of the 80 customers of the company. These 5 customers were interviewed by a
team of members of Braslatas manufacturing and sdes depatments, aming to identify the
importance, given by each customer, of the various competitive criteria (cost, quality, speed
dependability and flexibility) and the customer's views about Braslads performance in the same
criteriawhen compared to their main competitors.

* assessment of Bradlatas managers views worksheets originaly developed by Gregory and Platts
(1988) were used to help determine the most important manufacturing competitive criteria, according
to Bradlatas managers. The objective was to evauate the mangers perceptions regarding the
importance of each criterion and aso their perception on the company’s performance in these criteria
when compared to competitors.

A summary of the results of the worksheets and the most relevant information from the interviews with
the customers was digtributed to the members of the MSG. A meeting was then held to discuss the
results and to establish a set of agreed priorities for the company. The tool used in this phase was the
matrix proposed by Sack (1991). The matrix judges criterias priorities by putting different criterias



importance and performance scales together in a matrix. By its very nature, the matrix defines zones
which show whether each criterion should demand priority improvement action or not.

The meeting aming to set the priorities started with the definition of which criteria were relevant to the
company. It was decided that five criteria cost, qudity, Speed, dependability and flexibility were
relevant. During the mesting, the criteria were discussed one by one until they reached an agreement.
Not only the current Stuation was consdered, but aso the tendencies for the future. After a somewhat
painful process of reaching agreement about al criteria, the matrix was constructed. Each criterion
was plotted in the most suitable area, and the future tendencies were represented with an arrow. The
find matrix isshown in Fgure 1.
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Figure 1: The importance/performance matrix (based on Sack, 1991)

The next step was to define the priority actions, gods, and to determine how the process should be
implemented at the operationd level. However, the MSG members felt that they were not yet
prepared to define gods and set priority actions. "Dependability, for instance, which is our number
one priority, is dill not objectively measured by the company. How can we know where to get to, if
we do not even know where we are?', said the manufacturing manager. Due to this problem, the
MSG decided that, before going on with the process a the operationd leve, it was necessary to
study the most important competitive criteriain more depth in order to evauate the company's current
performance.

During one month, studies on the company's determinants of dependability and cost (priorities one
and two, according to the importance-performance matrix - see Figure 1) were conducted. Both
studies brought up some very important issues. The study on dependability showed, for instance, that
the company delivered more than 30 per cent of its orders late. This had not been anticipated by the
managers perceptions. The study on cogts evidenced opportunities to work with more cost effective
imported materials. This had not been considered until then.

The process at the operational level: theinternal customer-supplier approach

The study described in the previous sesson made it possible to define objective goas for the most
important competitive criteria. The process could then go on a the operationd level. The MSG




decided to adopt an internd customer-supplier approach: the process would be strongly based on
negotiations between departments within the company.

The firg step was to make the internd customer-supplier network explicit. It was decided that the
same organizationd structure should be maintained (given that, by top management decison, a
complete re-engineering of the company was not to be considered). Two or three people from each
depatment were sdlected to become members of the MSG a the operationa leve. These
representatives of each pair customer-supplier were then put together to establish which locd criteria
would be rdevant for their negotiation. The next step was to set the correspondence of these locd

criteria with the company's globa priority competitive criteria. This correspondence aimed to avoid
the "locd fixes' in each negoatiation customer-supplier. The MSG built matrixes of rdationsfor dl loca

criteria. Figure 2 shows an example of the matrix developed for the negotiation between sdes and the
production planning departments.

Global criteria: Quality Speed Dependabil. Flexibility Cost
Local criteria:
EXxactness & & & =
Dependability & o s a1
Speed o o o & & s & &
Cost o o o
&5 wesk relation &5 & medium relation &5 &5 &5 drong relation

Figure 2 - Correspondence matrix for the negotiation between saes and production planning.

The importance of each loca criterion for each negatiation was obtained from this matrix.

The representatives of each department who had become part of the MSG were introduced to the
main concepts of manufacturing srategy through a series of seminars and discussions with the senior
members of the MSG. After the concepts were clear and homogeneous among the participants, the
internal customers and suppliers Sarted their negotiation process, aming to determine the priorities
and the improvement action plans for their departments. In order to help the negotiations, some
worksheets were developed and Slack's (1991) importance/performance matrix was adapted to be
used in the customer-supplier discussons.

Two kinds of worksheets were developed: in one of them, the departments could evauate the
performance of its internd suppliers, the other worksheet was for sdlf-assessment. Both of them

required the participants to suggest sdective improvement plans. The departments were then put

together to compare and discuss their answers ("how | evaluate mysdf x how my customer evauaes
me") and to build an agreed matrix.

The matrix was Smilar to the one shown in Fgure 1, with dight yet important differences The
importance of each criterion was established based on the result of the matrix shown in Figure 2. The
loca criteria with the srongest relation to the company's overdl priority competitive criteria were
considered to be the most important. The performance was not compared with competitors, but with
internal customers expectations. Figure 3 shows this matrix. The matrix helps determine which criteria
require priority improvement action. Based on these priorities, the departments had then to negotiate
the action plans to improve the performance in these criteria A worksheet was developed to hdlp this
determination. For each priority criterion, the departments should determine which improvement

actions could be done in ten main decison aress. capacity, facilities, technology, verticd integration,
labour, qudity management, materias flow, new product development, performance measures and



organization. These improvement actions were then presented to the top management for gpprova.
Task-forces were then established aiming at putting the projects into practice.

After the successful pilot project, the process is now being extended to the whole company, with top-
management support.
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Figure 3 - Importance/performance matrix for interna customer-supplier negotiations

Conclusions

Based on the results of the proposed process, the managers perceived that some resources had
previoudy been mistakenly dlocated. As one of the managers said, "...we are investing US$ 2 million
in a 1SO-9000- based qudity program and now we found out that, with a much smaler amount, we
could have had more dgnificant results in terms of competitiveness by improving our deivery
dependability, which is, in fact, our number one priority!"

The process described here was triggered at the middle-management leve, differing from the
traditiona "top-down" gpproach. In an environment like Brazil, the top management, facing many
"everyday" environmenta change-related problems, finds little time to be updated in newly developed
techniques. A resulting conservatism makes the development of new ideas normaly difficult. In this
case, the use of pilot projects triggered by the normaly more adventurous middle- management
appears to be a good way of introducing new ideas and techniques.
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